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An AICPA publication for the local firm
MANAGING THE FIRM FOR QUALITY CONTROL
There is a definite correlation between the quality 
of management of a CPA firm and the quality of 
the professional services it renders. As a result, a 
sloppily run firm may be more likely to perform 
poor work for its clients.
This is not to suggest that efforts to control 
quality do not exist in less well-run firms. After all, 
every CPA firm has a quality control plan of one 
sort or another. The plan may not be well defined 
and may even consist of an informal understand­
ing about review of work performed. However, if 
effective and uniform quality control is to be at­
tained, what is needed is for a CPA firm to operate 
as a firm and not simply as a group of individual 
practitioners. Every firm should be moving 
toward having written review procedures and a 
fully documented quality control plan.
In order to set up a quality control plan, it is 
necessary to study the firm’s structure. The size 
of the firm, the number of offices, the present qual­
ity control procedures for each office (whether 
existing or planned) and whether or not quality 
control is (or will be) centralized are all factors 
which should be taken into consideration in de­
veloping a documented quality control plan.
Quality control should be organized in the same 
way as other firm functions are organized. For ex­
ample, if the firm has functional committees, the 
quality control function should be assigned to a 
committee.
Developing a quality control plan
Drastic changes in existing policies and proced­
ures may not be necessary in developing your 
firm’s quality control plan. However, if changes 
are needed, this is the time to make them. You may 
find that all that is needed is to express existing 
policies and procedures in writing. For guidance, 
there are sample quality control documents which 
are available from the AICPA.
Remember though, that what works well in one 
firm may not work in another and that any plan 
must be appropriate for a particular firm. So, if 
you use sample quality control documents or have 
access to other firms’ quality control documents, 
don’t adopt them for your firm without thorough 
study, review and amendment. Even though firm 
policies should meet professional standards, they 
should not be unnecessarily rigid, and the objec­
tives expressed in these policies must be attainable 
or the plan will ultimately be disregarded and will 
fail.
Here are some suggestions for those people re­
sponsible for developing the firm’s quality control 
plan. Consider each of the nine elements first enu­
merated in SAS no. 4, Quality Control Considera­
tions for a Firm of Independent Auditors, and ask
□ What are we doing now?
□ What should we be doing?
□ What forms and records shall we need to 
demonstrate our adherence to the policies?
Write a concise description of the plan for each 
of the nine elements stating the policy and how 
adherence to the policy is to be documented.
Gaining acceptance of the plan
There is likely to be some resistance to the formal­
ization of policies and procedures, particularly on
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the part of partners who may operate more or less 
on their own and who visualize a threat to their 
independence. Also, there may be some partners 
and staff members who believe such a plan is a 
restriction on the exercise of their professional 
judgment.
Much of this resistance can be overcome by 
stressing the necessity of uniform firm policies 
and by pointing out the dangers that can arise 
from having some members of a firm set standards 
which are not followed by all.
It is a good idea to seek the advice of partners 
and others in the firm by bringing them into the 
process even though responsibility for developing 
the plan has been delegated to one partner or to a 
committee. But don’t expect total agreement on 
the plan, and certainly do not postpone its adop­
tion in the hope of getting unanimous agreement 
on all of the plan's provisions.
If the firm has been loosely structured with each 
partner having substantial autonomy, there will 
probably be more resistance to the plan than 
would be the case in a more structured environ­
ment. A general reorganization of a loosely struc­
tured firm may be in order at the time the quality 
control plan is being considered.
A quality control plan is a commitment and, 
once adopted, it should be followed. (The plan 
should include procedures for determining wheth­
er or not it is being followed.) Bear in mind that 
no plan is unalterable, and every plan should be 
reviewed periodically and amended when appro­
priate. For a quality control plan, amendments 
may be necessitated by changes in the firm's size 
or in the nature of its clientele, or by other factors 
such as changes in professional standards. Or 
again, amendments may be required when experi­
ence suggests that other ways will make the plan 
work more effectively.
Peer review can be a means of assuring that 
your quality control plan is doing the job it is 
designed to do. The reviewers will check to see 
that the plan is suitable for your firm and test it 
against professional standards. They will also 
make sure that the plan is being followed.
Formalization of a quality control program can 
be of great help in turning up potentially embar­
rassing situations and, of course, having a plan 
provides discipline. It gives a higher degree of 
assurance that those within the firm do not over­
look or bypass procedures which should be car­
ried out. But probably the most important point 
is that having a quality control plan will help ev­
eryone in the firm do a better job and that, in the 
long run, will be profitable both for the CPA firm 
and for the client.
The exhibits on pages 3 and 4 are designed to 
help as you go through the nine elements of qual­
ity control.
-by Samuel A. Derieux, CPA 
Richmond, Virginia
This article is based on a presentation given by 
Mr. Derieux at the AICPA’s management of an 
accounting practice conference on firm manage­
ment and administration which was held in Chi­
cago last November.
Brochures containing registration information 
on this year’s conferences have been mailed to 
practice units. For further information, contact 
Jim Flynn at the Institute (212) 575-6439.
AICPA Professional Training Programs
There are five programs currently available in 
the series cosponsored by the AICPA and 34 state 
societies. These are "Tax Training for Staff,” "Be­
coming an Effective Manager” (both new this 
year), "Getting New Staff Accountants Started” 
(level 1), "Taking Charge of Small Engagements” 
(level 2), "Handling Key Engagements” (level 3).
The programs, which offer practical training to 
suit the needs of local and regional firms, will be 
held at various locations in the 34 cosponsoring 
states until the second week in December. Fur­
ther details can be obtained from Anne Tuck­
smith at the AICPA (212) 575-6652.
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Audit manual X X






Personnel manual X X X X
X
Personnel files
Billing and collection records X







Internal control questionnaires X
Audit programs X
Sample engagement letters X
Pro forma certificate of minutes and representation letters X
Sample legal letters
Sample management letters, financial statements and
X
auditors’ reports X
Engagement time budgets X X X
Engagement time analyses X X X
Time and expense reports X X X
Monthly/quarterly staff schedules X






Second partner review procedures, checklists
X
and/or memoranda X
Planning memoranda for engagements
Memos in workpapers summarizing significant
X
audit conclusions X
Recruiting brochures and letters X
Employment applications X
Interview evaluation forms





Client permanent files and correspondence files
Independence confirmations





Profile sheets/checklists for new clients









Written inspection programs X
Written inspection reports X
*Relates to tax and MAS segments of practice and should not be in­
cluded in quality control document.
4
Exhibit 2



















































































Engagement partner prepares engagement letter and 
requests staff for the engagement. Submits estimated 
timing lor engagement.
Staff (manager, in-charge and assistants) assigned to 
engagements based on experience, independence, past 
evaluations and time availability.
Staff reviews permanent tiles, workpaper files, correspondence 
files and prior year’s financial statements, audit report and 
management letter.
Preplanning meeting with engagement partner.
Planning conference with client.
Manager/in-charge prepares detailed planning memo and 
time budget.
Commencement of interim field work:
Evaluation of internal control
Compliance tests
In-charge discusses progress of work and any engagement 
problems with staff.
Review of interim workpaper files by in-charge.







Draft of financial statements, opinion and 
management letter
Disclosure checklist
Time summary and analysis
Throughout engagement, in-charge monitors the staff’s work.
In-charge and manager review workpapers, report and 
management letter. Initial all workpapers as evidence 
of review.
Staff clears all review notes.
Engagement partner reviews workpapers, report and 
management letter. Initials covers of all workpaper riles and 
permanent files, report and management letter as evidence 
of review.
Staff clears engagement partner review notes.
Consultation with industry specialist on reporting problem.
Resolution of problem. Documentation of resolution by 
engagement partner.
Second partner review of report. Reviewer's checklist 
completed. Initials report.
Report and management letter submitted to report 
department. Before report is processed, it is checked to see 
that two partners have approved it.
Report and management letter typed and proofread. Report 
also checked for mathematical accuracy.
Engagement partner signs report and management letter 
and submits them to client.
Final staff performance evaluations.
Billing of client. Collection of fees.
Workpaper files and copies of the report and management 
letter sent to file department. Notification to managing 













































Marketing and Practice Development
A session that proved to be extremely popular with 
participants at the recent AICPA private compan­
ies practice section conference was one involving 
panel and roundtable discussions on the market­
ing aspects of practice development. This is obvi­
ously a new field for many practitioners; but as 
Mahlon Rubin, the moderator, pointed out, mar­
keting is a subject that is being increasingly em­
phasized over the more traditional topics of part­
nerships, compensation and people management, 
etc., at management of an accounting practice 
meetings and conferences. With Mr. Rubin on the 
panel were Arthur W. Hoffman, Sidney F. Jarrow 
and A. Marvin Strait. Here are some of their 
comments.
One problem in developing a marketing approach 
to practice development is in trying to change 
people’s attitudes. Partners find it difficult to go 
from a position of doing nothing in marketing 
(particularly in advertising) to one of doing some­
thing. One of the reasons for this is peer pressure. 
If other CPA firms in your area are not engaged in 
any form of advertising, you will likely find resist­
ance to it in your firm.
Successful marketing requires planning and 
commitment. You must make time available to 
develop and follow a marketing program and be 
willing to spend money. Don't procrastinate. You 
can’t sit around waiting for the program to work. 
It won’t unless you participate in it.
Only a small percentage of the public are poten­
tial clients, and a CPA firm's best prospects for 
increased business are with its present clients. So, 
decide what your marketing objectives are and 
how you are going to achieve them.
There are many ways to market your firm’s ser­
vices, and for the best results you should
□ Consult advertising and marketing experts. 
(You can select them on the basis of what 
they have done for banks and other financial 
institutions if they lack experience in adver­
tising for CPA firms).
□ Direct the effort toward selling the firm, not 
individuals.
□ Decide on the frequency of advertising.
□ Establish parameters so that you can meas­
ure results.
□ Assign responsibility.
□ Set target dates and adhere to them.
□ Put your objectives in writing. (Plan your 
plan.)
□ Constantly evaluate the program. (You can 
do this from the responses and feedback.)
□ Be positive about the plan.
You must be comfortable with what you are do­
ing and be prepared to make mistakes. However, 
don't persist with a program that is plainly wrong 
for the firm. Also, keep involved partners and staff 
informed. Once their initial resistance is over­
come, people want to become part of the market­
ing effort. And who knows? They may even have 
some good ideas.
Marketing is not just advertising. It encom­
passes all activities involved in moving goods or 
services from producer to consumer. For a CPA 
firm, a marketing program will also involve public 
and community relations in order to build the 
firm’s image in the area. The key to doing this is to 
determine what business people look for when 
selecting a CPA firm, and then to make an effort to 
fill the bill. Here are a few things to keep in mind:
□ Be competitive. Even small firms can de­
velop highly specialized services which can 
both make the firm known and be very pro­
fitable.
□ Watch your appearance. People want to do 
business with those who look successful. 
Your firm's office, equipment, stationery, 
logo, etc., and the way personnel dress 
should all convey professionalism.
□ Become involved in community affairs. How­
ever, only become involved in activities that 
interest you. Select the activity carefully— 
only about 15 percent of the people in a com­
munity need a CPA. Membership in trade 
associations, chambers of commerce, rotary 
clubs, etc. can be good for your image and 
your business.
□ Have a strong client orientation. Try to think 
as the client does. Ask your staff what they 
think is the major problem faced by a client. 
Focus on clients’ problems. Have lunch with 
clients regularly and pick up the tab. Send 
them a newsletter. This keeps your firm 
name before them on a regular basis, which 
is especially valuable during periods in which 
you are not actually performing services 
for them. Put on seminars for clients in the 
same industry and allow sufficient time for 
socializing. Make a point of visiting clients’ 
offices periodically, of learning about their 
businesses and keeping up with develop­
ments. Always respond promptly to clients’ 
inquiries, and let them know you are inter­
ested in them.
Remember, good public relations is good mar­
keting. And good marketing can only be good for 
practice development.
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AICPA Aids for Local Practitioners
In order to provide assistance for its 58,000 members 
who are local practitioners, the AICPA has developed 
a number of services primarily for those in small prac­
tice units. Programs include continuing professional 
education, technical information service, manage­
ment of an accounting practice, technical standards 
review and local practitioners seminars. A brochure 
titled AICPA Aids for Local Practitioners (which is 
reproduced below) summarizes resources available to 
members. Please contact Jim Flynn, member rela­




Studies and guidelines on subjects of interest to the 
local practitioner are issued by the Accounting Stand­
ards, Auditing Standards, Federal Taxation, Com­
puter Services, and Management Advisory Services 
divisions, and the Accounting and Review Services 
Committee. Publications may be purchased through 
the Order Department by calling (212) 575-6426
The Technical Information Service responds to mem­
bers’ inquiries about practice problems (except tax 
and legal questions and those involving litigation).
(212) 575-6391
Continuing Professional Education offers courses to 
suit the learning needs of local practitioners. More 
than 75 percent of the 80,000 CPE participants at 
AICPA seminars and workshops are local practition­
ers. In-house CPE materials, including VideoFlex™, 
self-assessment, and individual-study programs, 
make CPE convenient for local practitioners. The 
CPE Standards department responds to members' 
questions about individual and firm requirements 
to meet statutory or recommended CPE standards. 
Continuing Professional Education (212) 575-7644
CPE Standards (212) 575-5498
The Computer Services Division assists members in 
locating sources of software packages for particular 
applications or hardware configurations. Members 
interested in using data processing within their prac­
tices can receive the names of other practitioners in 
their geographic areas who are willing to share their 
EDP experiences. (212) 575-6297
The AICPA Library researches members' requests for 
information, provides bibliographies, and loans ma­
terial by mail. The library’s microfiche service con­
tains the annual reports of 6,500 companies.
(212) 575-6322
Through the National Automated Accounting Re­
search System (NAARS), local practitioners can re­
search financial statements, footnotes and auditors’ 
reports from thousands of annual reports: authorita­
tive literature; and selected proxy material.
(212) 575-6393
Management of an Accounting Practice (MAP) re­
sponds to members’ inquiries about firm manage­
ment and administration. (212) 575-6439
The MAS Small Business Consulting Practices Sub­
committee is developing publications to assist prac­
titioners in identifying and solving problems of the 
smaller enterprise. (212) 575-6363
To help improve its reporting practices, the Practice 
Review Program offers a firm the opportunity to sub­
mit a report and related financial statements for 
comment. (212) 575-6290
The Technical Standards Review Program provides 
an in-house, postissuance critique of working papers 
and reports for audited, unaudited, and compiled 
and reviewed financial statements. (212) 575-6291
The Quality Control Document Review Program pro­
vides a confidential examination of a firm’s quality 
control document. (212) 575-6659
The Local Firm Management Review Program offers 
a firm an opportunity to have its administrative prac­
tices evaluated by a team of fellow practitioners.
(212) 575-6439
The Division for CPA Firms, including a Private Com­
panies Practice Section and an SEC Practice Section, 
provides a new system of self-regulation for firms 
represented in AICPA membership and directs 
greater attention to meeting the differing needs of 
privately owned and SEC clients. A firm may join 
either or both sections.
Private Companies Practice Section (212) 575-6359 
SEC Practice Section (212) 575-6367
PUBLICATIONS
All AICPA publications can be purchased by calling 
the Order Department. (212) 575-6426
The Practicing CPA publishes short items on practice 
management and practical applications of profes­
sional standards for local practitioners.
(212) 575-6278
The CPA Letter provides members with information 
about current technical and professional develop­
ments. (212) 575-6273
The Tax Adviser publishes tax articles, interpreta­
tions, tax planning pointers, and recent developments.
(212) 575-6317
The CPA Client Bulletin—a monthly client newsletter 
—is available to practitioners for distribution to their 
clients. (212) 575-6277 
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The "Practitioners Forum” in the Journal of Account­
ancy includes advice from colleagues on aspects of 
operating a practice. The Journal also runs major 
articles of a "nuts and bolts” nature on practice 
management and growth and development.
(212) 575-6272
MAP Handbook, a three-volume looseleaf service, 
provides guidance to individual practitioners and 
partners on all aspects of managing their firms.
(212) 575-6439
Audit and Accounting Manual, available as a looseleaf 
service and in paperback, is a nonauthoritative kit of 
practice aids that includes, among other things, ac­
countant’s reports, illustrative financial statements, 
working papers, confirmation requests, and various 
checklists. (212) 575-5522
For order information call (212) 575-6418
CONFERENCES
National Conferences are held each year on such 
topics as accounting and auditing, private companies 
practice, management advisory services, federal tax­
ation, data processing, banking, and savings and loan 
associations. (212) 575-6451
Four Practice Management Conferences are held each 
year on aspects of partnerships and professional cor­
porations, practice growth and development, firm 
management and administration and people man­
agement. (212) 575-6439 
and technical interest, and better understand the 
needs and problems of the practicing CPA.
Speakers Referral Service  (212) 575-3885
Field Trip Program (212) 575-3882
PROFESSIONAL RECOGNITION
The Washington Office monitors federal legislation 
and regulations and submits comments on matters 
affecting small firms. (202) 872-8190
The Relations With Educators Division develops re­
cruiting literature to keep educators and students 
informed about the opportunities in public account­
ing practice and, through its Accounting Testing Pro­
gram, offers a firm a series of tests for personnel 
evaluation. (212) 575-6357
The State Legislation Department works closely with 
the state societies on accountancy legislation that 
protects the interest of all practitioners and the gen­
eral public. (212) 575-6210
The Uniform CPA Examination, prepared by the 
AICPA with an advisory grade issued for the state 
boards of accountancy, assures the public that CPAs 
possess a minimum level of competence, which has 





The Public and State Society Relations Division co­
ordinates national public relations programs and 
serves as a liaison between state societies and the 
AICPA. It informs the public about the services of 
local practitioners through magazine articles, news­
paper releases, and radio and TV announcements.
(212) 575-3879
The Member Forum Program is designed to elicit 
members’ views on issues being considered by AICPA 
committees. Through group discussions, members 
review drafts of committee reports and submit their 
comments to the Institute. (212) 575-3882
Local Practitioners Seminars, an annual series of 
three seminars, provides an opportunity for local 
practitioners to meet with the AICPA president to 
discuss professional issues from the local practi­
tioner’s point of view. (212) 575-3882
The Speakers Referral Service and Field Trip Pro­
gram enable committee members and staff to meet 
with local practitioners, discuss topics of professional
AICPA professional liability insurance offers cover­
age for claims arising from alleged negligence in the 
practice of public accounting.
Life insurance plans include the CPA Plan (for indi­
viduals) of up to $150,000 of coverage and the Group 
Insurance Plan (for firms) of up to $80,000 of cover­
age. A member can be covered under both plans.
The Long-Term Disability Income Plan for individual 
CPAs includes liberal definitions, a rehabilitation pro­
gram, and monthly benefits from $500 to $3,000.
Call Insurance Plans Administrator, 
Rollins Burdick Hunter Co.
Toll free 800-221-4722
In New York call collect (212) 661-9000
The retirement plans offer firms an easy way to fur­
nish retirement benefits to proprietors, partners, 
professional corporations, and their employees.
(212) 575-6385
The Benevolent Fund helps members, former mem­




Every business person wants to improve cash flow 
in these days of high interest rates and a slowing 
economy. Here are a few suggestions from the 
client newsletters of Paul Browner and Gallant, 
Farrow & Greene.
□ Take advantage of discounts when paying 
bills. If you pay a 2/10 net 30 bill by the 
30th instead of the 10th, it costs you 36 per­
cent annual interest. If you pay it the next 
month, it costs you about 15 percent annual 
interest.
□ Get to know a couple of banks. The time to 
talk to bankers is when you don’t need 
money. Keep them informed about your 
business.
□ Deposit funds in a savings institution or 
money-market fund that pays daily interest. 
Earn your interest and transfer funds to a 
checking account when needed.
□ Never date a statement with the first day of 
the month—use the last day of the previous 
month. It's a month older and there’s a good 
chance it may be paid sooner.
□ Give priority to the processing of large dol­
lar volume invoices.
□ Initiate progress billings where the work 
being performed is stretched over a period 
of time.
□ Make bank deposits daily and time your de­
posits so they are included in that day’s re­
ceipts by your bank.
□ Accelerate the collection process by shorten­
ing the period between follow-ups of delin­
quent accounts and by generally pursuing 
more vigorous collection procedures.
□ Age accounts receivable monthly to help in 
identifying delinquent and slow paying ac­
counts.
□ Review your billing and collection systems 
and procedures to determine if mechaniza­
tion or computerization would speed the 
collection process.
Accounts receivable, unlike fine wine, do not im­
prove with age. Inflation, chance of loss and inter­
est charges all work against that. Maximizing cash 
inflows and earning the most you can on surplus 
funds make good business sense.
American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
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